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1)In the Budget 2011, goods (made-ups) falling under chapters 61,62 and 63 of CET and bearing a brand name or sold under a brand name have been brought under levy of central excise duty vide notification 12/2011-CE amending notification 30/2004-CE. 

2) Simultaneously, SSI notification no 8/2003-CE has been amended through notification 8/2011-CE whereby SSI exemption of Rs150 lakhs per annum has been extended to these goods subject to total turnover of excisable goods (including exempted goods like exports) being within overall limit of Rs400/- lakhs.

2.1) Central Excise Rules, 2002 has been amended through notification no 4/2011-CE(NT) whereby a new sub-rule (1A) to existing rule 4 and a new rule 12D has been inserted  in the said Rules. As per sub-rule (1A) to existing rule 4, every person who gets the goods falling under Chapter 61 or 62 or 63 of the First Schedule to the Tariff Act, produced or manufactured on his account on job work, shall pay the duty leviable on such goods, at such time and in such manner as is provided under these rules, as if such goods have been manufactured by such person:

Provided that such person may authorize the job worker to pay the duty leviable on such

goods on his behalf and the job worker so authorized may undertake to discharge all

liabilities and comply with all the provisions of these rules:

Explanation.- For the purposes of this sub-rule, the expression "job worker" means a person

engaged in manufacture, or undertaking any process on behalf and under the instructions of

such person for manufacturing, from any inputs or goods supplied by such person or by any

other person authorized by such person so as to complete a part or whole of the process

resulting ultimately in the manufacture of goods falling under chapters 61 or 62 or 63 of the

First schedule to the Tariff Act, and the term “job work” shall be construed accordingly.”;

As per new rule 12 D, provisions of CER, 2002 shall apply to a person who

is liable to pay the duty or duties of excise leviable on goods falling under Chapter 61 or 62

or 63 of the First Schedule to the Tariff Act under sub-rule (1A) of rule 4 as if such goods

have been manufactured by him.”.

2.1.1) In other words, all those who get the branded made-ups through job workers have been made liable for paying central excise duty and will be subject to CER, 2002 as deemed manufacturers of the said goods. They themselves can take registration and pay the duty or authorise their job workers to pay the duty on their behalf. Notification 13/2011-CE(NT) exempts job workers from taking excise  registration and paying duty on the said goods provided their principals have excise registration and pay the duty on the said goods.

3) Notification no. 7/2011-Central Excise (N.T.) amends notification no 20/2001-Central Excise (N.T.), dated the 30th April,2001 whereby in addition to articles of apparel, whether or not knitted or

crocheted, all sorts, falling under Chapter 61 or 62, other made up textile articles or sets, falling under Chapter 63 have also been brought under MRP based excise levy in terms of section 4A of the Central Excise Act, 1944 with an abatement of 40%. As the goods carry a tariff rate of 10%, effective rate has become 6% of MRP on these goods. 

 4) In the above background, following points are highlighted in respect of goods falling under chapters 54 and 62. Sarees fall under chapter 54 and made-ups, not knitted or crocheted fall under chapter 62 of the Central Excise Tariff. 
4.1) Vide its Circular No. 557/53/2000-CX., dated 3-11-2000 issued from F. No. 52/03/2000-CX.I, after considering the interpretations by CEGAT, and section notes/chapter notes etc, Government of India has clarified as below:-

Quote

8. Board has accepted the decision taken in the Conference. In the circumstances, it is hereby clarified that unhemmed/unstitched Dhotis/Sarees which are basically woven as fabrics in running lengths with same pattern of weaving and which do not contain extra threads contributing greater thickness to the cloth with the outermost line running at or near the edge at regular intervals, so as to provide a substitute for hem (i.e. to protect unravelling of yarn or to prevent fraying of the edges), will continue to be classifiable as fabrics under Chapter 52/54/55. Rectangular (including square) articles simply cut out from such long running length fabrics without other working and not incorporating fringes formed by cutting dividing threads, even if sold folded or put up in packing will not be regarded as `product in the finished state` and would merit classification as fabrics as per this practice followed hitherto.

Unquote

4.1.1) Hence as far as sarees are concerned, you may safely continue as per existing classification under chapter 54 subject to fulfilling conditions specified above.
4.2) For other goods falling under chapter 62, relevant section note 7 (earlier section note 5) dealing with “made-ups” is extracted below.

 Quote
7. For the purposes of this Section, the expression "made up" means:

(a) cut otherwise than into squares or rectangles;

(b) produced in the finished state, ready for use (or merely needing separation by
cutting/dividing threads) without sewing or other working (for example, certain dusters, towels,

table cloths, scarf squares; blankets);

(c) hemmed or with rolled edges, or with a knotted fringe at any of the edges, but excluding

fabrics the cut edges of which have been prevented from unravelling by whipping or by other

simple means;

(d) cut to size and having undergone a process of drawn thread work;

(e) assembled by sewing, gumming or otherwise (other than piece goods consisting of two or

more lengths of identical material joined end to end and piece goods composed of two or more

textiles assembled in layers, whether or not padded);

(f) knitted or crocheted to shape, whether presented as separate items or in the form of a

number of items in the length.

Unquote

4.2.1) The chapter notes of chapter 62 are enclosed herewith. 

4.2.1.1) In Ayesha Export corporation-1993(68) ELT 265(GOI), it was decided that laces in running length are not made-ups in terms of section note 5 (currently note no 7). Though BTN (Brussels tariff Nomenclature) was not considered in the said decision on the ground that for grant of drawback, only central excise tariff is to be considered, the observations in paras 10 to 13 therein are extracted below.

quote

10. As per the definition under Section Note 5 made-up articles have to be ready for use, at best needing separation by cutting, at dividing threads but without sewing or other working. There is no doubt the goods have to be cut to size and ready to use. The points at which these are to be cut are already designed. Laces, in running lengths, on the other hand, do not require cutting according to the specifications but have also to be stitched and joined with other materials for decoration purposes

before they are used. As the party had themselves mentioned in their reply these are components for a final product. The plea that these have to be sent in running length because the length required is to be determined by the end user itself shows that neither the size nor the quantity required for making them ready to use is known, unlike in the case of items like dusters, towels, table cloths, scarf square,

blankets etc. which need just separation, at predesigned points.

11. Under the Central Excise Tariff laces are covered under Chapter 58 (Item No. 58.04). This Chapter though under Section XI itself does not have any item described as made-up articles, which are mentioned at a number of other places, such as in Chapter 61, 62 and 63 under the same section. Hence ‘laces’ are clearly not covered by the definition of ‘made-up articles’ vide note 5 ibid.

12. It may also be mentioned in passing that it is not clear as to how even as per the explanatory notes to B.T.N. the items are ready to use.

13. Government is aware that for the purpose of grant of CCS, ‘laces’ have been considered to be made-up articles. However, drawback being rebate of Customs/Central Excise duty can only be granted if the goods appropriately are covered under the relevant sub-serial number of drawback schedule and if necessary after drawing support from the definition as are given in Customs and

Central Excise Tariff. As already brought out above the impugned goods are not made-up articles because they are not ready for specific end use.

Unquote

4.3) In RAJASTHAN SYNTHETIC INDUSTRIES LTD. Versus COLLECTOR OF C. EX.,-1989 (42) ELT 24( T), Tribunal Special Bench, by a majority of 2 to 1 decided that Hollow tubular HDPE fabrics, cut into desired lengths, with no further operation carried out, cannot be equated to made up textile articles. They are semi-manufactures not having essential shape of finished sacks. Hence, not classifiable as "made up" articles under Heading 63.01, sub-heading 6301.00 of central excise tariff. Goods being woven fabrics are classifiable under Heading 54.08. 

4.4) In 1996(10)LCX0119=1997(91) ELT 169-COLLECTOR OF CENTRAL EXCISE, COIMBATORE Versus TERRYTEX, the Tribunal held that the terry towels manufactured by the respondents emerged as a fringed article only after sewing of the two ends and the same is cut at the dividing threads is not a fringed article, a condition precedent for being considered as a made up article. Hence, the articles manufactured by the respondents would not be entitled to the benefit of made up article as set out under Notification No. 65/87. 

4.5)In 2008(07)LCX0143=2008 (088) RLT 0623 (CESTAT-Mum.)=2009 (235) ELT 0241 (Tri. - Mumbai)Commissioner of Customs (ACC), Mumbai Versus Siyaram Silk Mills Ltd. the Tribunal held that Shirts and tie are to be classified separately under their respective heading i.e. 6205 and 6215 respectively under CTA, 1975 although packed together. Both not to be classified as shirts falling under Heading 6205. 

5) In the light of the foregoing discussions, it is felt that:-

1) Sarees will not be made-ups.

2) Goods which require further processes like stitching, etc  for being put to use will not be made-ups even if they are cut into pieces other than rectangles and squares and will not be classifiable under chapter 62.

3) even if two or more articles are put up in sets, they will have to be classified individually. 

